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Abraham  Lincoln's 
Executive  Routine 


Income  Taxes 


Excerpts  from  newspapers  and  other  sources 


From  the  files  of  the 
Lincoln  Financial  Foundation  Collection 
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•  EPSON  IN  WASHINGTON  • 


LincoJn  Laid  biisl  Brick 
For  liitonie  Tax  Structure 

BY    PETER    EDSON 

Washington    Correspondent 

Newspaper  Enferprise  Association 


WASHINGTON  -  (NEA)  -Sen- 
;ite  Finance  Committee  Chairman 
Harry  F.  Byrd's  opposition  to  both 
the  8  per  cent  tax  credit  to  busi- 
ness lor  investments  in  new  ma- 
chinery and  the  20  per  cent  with- 
holding tax  on  interest  and  divi- 
dend payments  ties  together  what 
are  really  Siamese  twins  ol  tax- 
ation. 

If  business  is  granted  an  invest- 
ment tax  credit,  the  administration 
says  it  must  have  withholding  tax 
collection  on  interest  and  dividend 
payments  to  make  up  for  the  loss 
of  revenue.   Approving  the   with- 
holding tax  but  not  the  tax  credit 
!  wovld  of  coui'se  increase  revenues, 
:  though  it  would  not  stimulate  in- 
;  vestment.    Any    other    alternative 
i  forces  the  government  deeper  in 
!  debt. 


'      BOTH      THE      WITHHOLDING 

j  TAX  and  the  tax  credit  have  been 
I  a|)proved  by  the  House  of  Repre- 
sentatives. Byrd's  opposition  may 
block  both  in  the  Senate.  But  there 
is  still  a  possibility  that  a  com- 
promise can  be  worked  out  in  the 
two  tax  committees  that  will  be  ac- 
ceptable to  the  White  House. 

Several  amendments  are  being 
considered  to  make  both  pro- 
posals more  palatable  to  business 
and  to  people  receiving  dividends 
and  interest  on  which  they  don't 
pay  taxes. 

I  The  business  tax  credit  might  be 
I  raised.  People  over  65  might  be 
I  exempted  from  ha\ing  taxes  with- 
held on  interest  ond  dividend  pay- 
ments. Further  concessions  might 
I  be  made  to  take  care  of  hardship 
cases. 

lUit  so  far  the  Kenjiedy  adminis- 
tration has  not  yielded  on  its  origi- 
nal demands.  Treasury  Secretary 
Douglas  Billion's  recent  appear- 
ances before  closed  sessions  of 
Senate  Finance  Committee  and 
other  hearings  still  to  come  pertain 
to  the  new  proposals  on  taxation 
of  foreign  income,  foreign  tax  ha- 
vens and  related  matters  which 
are  all  tremendously  complicated. 


The  tax  loss  to  the  government 
was  over  $1  billion.  The  loss  from 
dividends  was  $480  million,  from 
interest  $560  million.  The  losses 
are  expected  to  run  higher  for  1961 
when  final  figures  are  in. 

President  Kennedy  in  a  press 
conference  statement  tried  to  em- 
phasize that  the  proposed  with- 
holding tax  on  interest  and  divi- 
dends is  not  new.  It  is  merely 
another  way  to  collect  taxes  now 
being  evaded. 

Few  people  realize  it.  but  the 
whole  income  tax  system  and  the 
withholding  of  taxes  at  the  source 
were  introduced  in  America  by 
President  Abraham  Lincoln  just 
100  years  ago. 

Prior  to  1862  the  federal  go\ern- 
ment  got  practically  all  of  its  rev- 
enue from  customs  receipts  and 
the  sale  of  public  lands.  But  the 
rising'  cost  of  the  Civil  War  ran 
the  national  debt  up  by  the  then- 
colossal  sum  of  $2  million  a  day. 


INTERNAL  REVENUE  SER- 
VICE  has  just  released  figures 
showing  that  the  gap  on  report- 
ing interest  and  dividend  income 
amounted  to  $3.3  billion  in  1960. 


I      LINCOLN,    FORCED    TO    ACT, 

persuaded  Congress  to  pass  the 
first  income  tax  law,  signed  July 
1,  1862.  The  first  year  it  raised 
$36  million.  By  the  end  of  the  waj- 
it  had  raised  $116  million.  But  80 
per  cent  of  the  war  costs  still  had 
to  be  met  by  borrowing;  running 
the  debt  to  $3  biUion.  Compare 
that  with  today's  nearly  $300  bill- 
ion debt,  and  weep  for  the  good 
old  days. 

Anyway,  Civil  War  taxes  were 
levied  on  incomes,  estates,  public 
ulilities,  banks,  insurance  com- 
panies, liquors,  tobacco,  medicine, 
cosmetics,  playing  cai'ds  and 
documents. 

There  weren't  any  big  corpor- 
ations then,  so  there  couldn't  be 
any  corporation  taxes  such  as  are 
levied  today. 

But  the  principle  of  withholding 
ta.xes  at  the  source  was  introduced 
and  it  worked.  It  worked  so  well, 
in  fact,  that  Prsident  Lincohi  him- 
self overpaid  his  taxes  by 
$1,279.15.  His  estate  was  able  Ic 
collect  a  refund,  but  it  tool:  eight 
years. 


Spelled  without  a  hyphen.  Uie 
word  teenage  means  brushwood 
used  for  fences  and  hedges. 
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U.S.     TREASURY     DEPARTMENT 

INTERNAL  REVENUE  SERVICE 

PUBLIC     INFORMATION     DIVISION 

worth  4-4021 


news   release 


IR-595 


FOR  RELEASE 

Thursday,  March  7,  1963 

Washington,  D,  C.  —  A  hundred  year  old  income  tax  form  and  a  refund 
application  from  President  Abraham  Lincoln' s  estate  are  some  of  the 
historical  highlights  of  a  It6-page  booklet  just  issued  by  the  Internal 
Revenue  Service  in  its  Centennial  Year, 

The  history  is  intended  to  ]^rovide  a  broader  understanding  of  Internal 
Revenue's  objectives  and  to  give  its  employees  and  interested  taxpayers 
an  insight  into  the  role  played  by  taxes  in  the  development  of  our  nation 
as  a  leading  world  power. 

It  contains  a  description  of  the  evolution  of  the  Internal  Revenue 
organization  as  a  continuing  agency  of  the  government  since  1862.  And 
since  the  machinery  of  administration  is  inseparable  from  the  tax  system 
itself,  the  booklet  traces  the  history  of  U.  S.  taxes  during  the  past 
100  years. 

In  the  foreword.  Commissioner  of  Internal  Revenue  Mortimer  M.  Caplin 
states  the  objective  has  been  "to  relate  developments  in  taxation  and 
tax  administration  to  significant  events,  growth  of  our  Nation  and  its 
economy,  and  the  changing  needs  and  philosophy  of  our  people." 

The  booklet  describes  the  roots  of  our  tax  system  which  pre-date 
1862.  A  fom  of  income  tax  was  levied  in  llew  England  as  early  as  l6i;6 
and  in  1791  a  +ax  system  was  created  to  clear  up  Revolutionary  War  debts. 


(More) 


-  2  - 

The  administrative  procedures  set  up  in  1862  by  the  fi27st  Commissioner, 
George  S,  Eoutwell  of  Ilassachusetts,  to  collect  the  income  and  other  taxes 
are  presented  in  detail.  The  manner  in  which  these  early  procedures  were 
changed  by  war,  prosperity,  depression  sjid  Prohibition  are  outlined  in 
historical  perspective. 

The  most  dramatic  and  revolutionary  change  to  occur  in  the  last  50 
years  of  tax  administration  is  the  conversion  hy   Internal  Revenue  to  an 
automatic  data  processing  system.  The  nature  and  impact  of  this  -change 
are  covered.  In  addition,  the  booklet  contains  a  pictorial  comparison 
of  returns  processing  under  the  automatic  data  processing  system  with 
previous  procedures. 

The  boolclet  focuses  considerable  attention  to  the  remarkable  record 
Americans  have  set  for  accurate  self-assessment  and  voluntary  compliance 
with  tax  laws.  Some  97  per  cent  of  all  federal  taxes  are  paid  voluntarily 
or  ivTithheld,  as  contrasted  with  the  relatively  small  amount  brought  in 
by  direct  enforcement  activities. 

As  Internal  Revenue  enters  its  second  century  of  tax  administration. 
Commissioner  Caplin  describes  its  goal  as  "achieving  a  higher  stsjidard  of 
effective  service  to  the  taxpaying  public  and  the  nation," 

Copies  of  the  publication,  entitled  "Income  Taxes  1862-1962,  A  History 
of  the  Internal  Revenue  Service,"  may  be  obtained  from  the  Government 
Planting  Office,  irashington  2^,  D.  C.,  for  35  cents. 


(End) 


Parkers burg 
W.  Va,   26101 

Dr.  R.  Gerald  McMurtry 
Lincoln  National  Life  Foundation 
1301  South  Harris  on  Street 
Fort  V.'ayne,  Indiana  46601 

Dear  Dr.  McMurtry," 

I  sent  you  a  reproduction  copy 
of  the  1862  Income  Tax  Form  as  a  mere 
token  of  my  appreciation  for  the  very 
interesting  and  informative  copies  of 
Lincoln  Lore  and  the  many  questions 
you  and  others  have  answered  for  me 
concerning  President  Lincoln's  life 
and  the  lesser  known  incidents  which 
you  often  write. 


May  you  all  have  a  very  Merry 
Christmas  and  a  Healthy  and  Happy  New 
Year  in  1968. 


INCOME    TAX   F^R   1862. 

The  Income  Tax  is  imposed  upon  a  certain  proportion  of  the  income  of  these  two  classes,  viz: 

1st.  Every  person  residing  in  the  United  States;  and  every  citizen  residing  abroad  who  is  in 
the  employment  of  the  Government  of  the  United  States. 

2d.  Every  citizen  of  the  United  States  residing  abroad,  and  not  in  the  employment  of  the 
Government  of  the  United  States. 

Every  person  in  the  Jlrst  class  will  bo  taxed  at  the  rate  of  ihree  per  cent,  when  his  or  her 
annual  gains,  profits,  or  income  exceed  $600,  and  do  not  exceed  $10,000. 

Every  person  in  the  Jlrst  class  will  bo  taxed  at  the  rate  of  Jive  per  cent,  when  the  annual 

gains,  profits,  or  income  exceed  $10,000,  after  the  following  deductions  are  made  from  the  gross 

amounts  returned,  (as  per  table,  page  2,)  viz: 

1st.  The  $600  allowed  by  law. 

2d.   Other  national.  State,  and  local  taxes  assessed  for  18^2,  and  paid. 

3d.  Rent  actually  paid  for  the  dwelling-house  or  estate  occupied  as  the  residence  of  the 
person  assessed. 

4th.  Necessary  repairs  to  property  yielding  the  income;  or  insurance  thereon;  or  pay  for 
hired  laborers,  and  their  subsistence,  employed  in  conducting  his  business;  or  interest  on  incum- 
brances upon  the  property;  or  all,  as  the  case  may  be. 

Every  person  in  the  second  class  will  be  taxed  at  the  rate  of  five  per  cent.,  whatever  may  bo 
his  or  her  annual  gains,  profits,  or  income  from  property,  securities,  and  stocks  owned  in  the 
United  States,  without  other  deductions  than  numbers  2  and  4  above  stated. 

Whenever  the  taxable  income  of  a  resident  in  the  United  States,  ascertained  as  above, 
exceeds  $10,000,  and  upon  a  portion  of  said  amount  three  per  cent,  has  been  withheld  by  the 
officers  of  companies,  corporations,  and  associations,  from  interest  or  dividends  therei«i  due  him, 
such  income  will  be  subject  to  a  tax  of  hoo  per  cent,  additional  upon  so  much  thereof  as  may  havo 
been  previously  subjected  to  a  duty  of  three  per  cent,  by  the  officers  of  the  companies,  corpora- 
tions, or  associations  aforesaid. 

But  in  no  case,  whether  a  person  is  subject  to  a  tax  of  three  or  five  per  cent.,  is  a  higher  rate 
of  tax  than  \\  per  cent,  to  bo  collected  from  that  portion  of  income  derived  from  interest  upon 
notes,  bonds,  or  other  securities  of  the  United  States. 

Whero  a  husband  and  wife  live  together,  and  their  taxable  income  is  in  excess  of  $000,  they 
will  be  entitled  to  but  one  deduction  of  $600,  that  being  tho  average  fixed  by  law  as  an  estimated 
commutation  for  tho  expense  of  maintaining  a  family.  Where  they  live  apart,  by  divorce  or 
under  contract  of  separation,  they  will  be  taxed  separately,  and  be  each  entitled  to  a  deduction 
of  $60C. 

On  tho  following  pages  will  be  found  detailed  statements  to  assist  in  making  out  returns. 

"Courtesy  Pioneer  Historical  Society" 


DETAILED  STATEMENT  OF  SOURCES  OF  INCOME  AND  TUE  AMOUNT  DERIVED  FROM 

EACH,  DURING  THE  YEAR  1862. 


J5@*  Gross  amounts  must  he  stated,  ''^fil 

J.  Income  of  a  resident  in  the  United  States  from  profits  on  any  trade,  business,  or 
vocation,  or  any  interest  therein,  wherever  carried  on 

2.  From  rents,  or  the  use  of  real  estate  let 

3.  From   interest  on  notes,  bonds,  mortgages,  or  other  personal  securities,  not 

tliose  of  the  United  States * . . . . 

4.  From  interest  on  notes,  bonds,  or  other  securities  of  the  United  States 

5.  From  interest  or  dividends  on  any  bonds  or  other  evidences  of  indebtedness  of 

any  raihoad  company  or  corporation ' 

G.  From  interest  or  dividends  on  stock,  capital,  or  deposits  in  any  bank,  trust 
company,  or  savings  institution,  insurance  or  railroad  company,  or 
corporation 

7.  From  interest  on  bonds  or  dividends  on  Ftock,  shares  or  property  in  gas, 

bridge,  canal,  turnpike,  express,  telegraph,  steamboat,  ferry-boat,  or 
manufacturing  company  or  corporation,  or  from  the  business  usually  done 
thereby * 

8.  From  property,  securities,  or  stocks  owned  in  the  United  States  by  a  citizen 

thereof  residing  abroad,  not  in  the  employment  of  the  Government  of 
•  the  United  States 

9.  From  salary  other  than  as  an  officer  or  employee  of  the  United  States 

10.  From  salary  as  an  officer  or  employee  of  the  United  States 

11.  From  farms  or  plantations,  including  all  productt^and  profits -.■_t....»  • 

1 2.  From  advertisements • 

13.  The  guardian,   trustee,  executor,  or  administrator  of  the  property  or  estate 

of  • . 

14.  From  all  sources  not  herein  enumerated \  •  • 

Total • » 


AMOUNTS. 


"Courtesy  Pioneer  Historical  Society" 


DETAILED  STATEMENT  OF  DEDUCTIOI^S  AUTHORIZED  TO  BE  MADE. 


1.  Expenses  necessarily  incurred  and  paid  in  canning  on  any  trade,  business,  or 

vocation,  such  as  rent  of  store,  clerk  hire,  insurance,  fuel,  freight,  &C'"> 

2.  Exempted  by  law,  (except  in  the  caso  of  a  citizen  of  the  United  States 

residing  abroad.)  $600   


3.  Amount  actually  paid  for  rent  of  the  dtvelling-houso  o^  estate  occupied  as  a 
residence ■ 


4.  Other  national,   state,  and  local  taxes  assessed  and  paid  for  the  year  1862, 
and  not  elsewhere  included 


5.  Amount  actually  paid  by  a  property  owner  for  necessary  repairs,  insurance, 
and  interest  on  incumbrances  upon  his  property 


6.  Income  from  interest  on  bonds,  or  other  evidences  of  indebtedness  of  any 
railroad  company  or  corporation,  from  which  3  per  cent,  thereon  was 
withheld  b^  the  officers  thereof,  between  September  1st  and  December 
31st,  18G2,  inclusive 


7.  Income  from  interest  or  dividends  on  stock,  capital,  or  deposits  in  any  bank, 
trust  company,  or  savings  institution,  insurance  or  railroad  company,  from 
which  3  per  cent,  thereon  was  withheld  by  the  officers  thereof,  between 
September  1st  and  December  31st,  18G2,  inclusive 


8.  Amount  paid  by  a  farmer  or  planter  for — 

(a)  Hired  labor,  including  the  subsistence  of  the  laborers 

(h)  For  necessary  repairs  upon  his  farm  or  plantation 

(c)  For  insurance,  and  interest  on  incumbrances  upon  his  farm  or  plantation  • 

9.  Salaries  of  officers,  or  payments  to  persons  in  the  civil,  military,  naval,  or 

other  service  of  the  United  States,  in  excess  of  $600 •  • 


10.  Income  from  advertisements,  on  which  3  per  cent,  was  paid,  from  September 
Ist  to  December  Slst,  1862,  inclusivo •  •  • 


Total • 


AJfOUNTS. 


"Courtesy  Pioneer  Historical  Society" 


J    \)CXtb])    CCttifl)    tJiat    the  following  is  a  true  and  faithful  statement  of  the  gains,  jvofits,  or  income  of 

_ , _ : _ :...  of  the    of 

in  the  County  of ,  and  State  of ,  whether  derived  from  any 

kind  of  property,  rents,  interest,  dividends,  salary,  or  from  any  profession,  trade,  employment,  or  vocation,  or  from  any  other 
source  whatever,  from  the  \st  day  of  January  to  the  Z\st  day  of  December,  1862,  hath  days  inclusive,  and  subject  to  an  Tnco7ne 
Tax  under  the  excise  laws  of  tlie  United  States: 


. 

KATE. 

AilOUNT. 

] 

AJIOUNT  OF  TAX.  i 

1 

Income  from  all  sources  wliatever,  suLject  to     .      ' 

Do.               do.            if  excccciin"  $10  000  s'lTjjcct  to          .        .        .        .        .    -    .■      . 

3  per  cent. 
S  npT  rent. 

1 

1 

! 

Income  tlerived  from  interest  xipon  notes,  bond.s,  or  otlier  securities  of  the  United  States,  subject  to 
lucome  from  property  in  the  Uuitcd  States  owncJ  by  a  citizen  thereof  residing  abroad,  subject  to 
Income  exceeding  $10,000,  upon  a  portion  of  which  a  tax  of  3  per  cent,  has  already  been  paid,  subject  to 

Total  .       ,       . 

li  per  cent. 
I      5  per  cent. 
'      2  per  cent. 

i 

(  Signed  ) 


Dated  at this day 

of ,  1863. 


Sworn  and  subscribed  before  me,  this 
of ,  1863. 


dav 


"Courtesy  Pioneer  Historical  Society" 


Assistant  Assessor. 


THE  CIVIL  WAR  BROUGHT  OUR  INCOME  TAX 
By  Robert  S.  Holzman,  Ph.D. 


The  Civil  War  brought  the  United  States  its 
first  income  tax.  No  doubt  Sherman  had  this  in 
mind  when  he  allegedly  declared  that  war  is  hell. 

At  the  outset  the  income  tax  imposed  by  the 
Federal  government  in  1864  was  mUd  enough. 
The  rate  was  5%  on  incomes  between  $600  and 
$5,000  a  year:  it  rose  to  l^/i%  on  incomes 
between  $5,000  and  $10,000;  and  the  peak  rate 
was  10%  on  income  above  $10,000.  A  writer  of 
unsuspectedly  deathless  prose  decided  to  give  the 
individual  income  tax  form  of  1864  the 
designation  of '  1 040.' 

Not  everybody  was  willing  to  be  co-operative 
vdth  the  Internal  Revenue  Service.  According  to 
James  Rhodes,  when  a  tax  collector  in  1864 
demanded  from  General  Benjamin  F.  Butler  a 
schedule  of  his  income  for  tax  purposes,  the 
fearless  Massachusetts  general  replied  from  his 
military  headquarters  with  the  Army  of  the 
James,  'while  I  remain  in  this  District  where 
martial  law  is  predominant,  and  I  am  the 
executor  thereof,  it  would  be  exceedingly 
difficult  for  you  to  collect  the  tax.'  It  was.  When 
Congress  again  enacted  an  income  tax,  in  1894 
Butler  had  been  in  his  grave  for  a  year.  There  was 
no  Federal  estate  tax  in  those  days,  either. 
Historians  still  are  obliged  to  speculate  about 
how  much  money  Butler  really  made. 

Four  years  after  Appomattox,  the  Supreme 
Court  had  to  rule  upon  the  constitutionality  of 
the  Civil  War  income  tax.  The  Constitution 
provided  at  that  time  that  direct  taxes  could  be 
imposed  only  upon  the  basis  of  population.  If 
the  top  tribunal  retroactively  threw  out  the 
legislation  which  had  so  largely  financed  the 
North's  victory,  the  result  of  the  war  might  have 
been  reversed  as  well.  So  in  Pacific  Insurance 
Company  v.  Soule,  74  U.S.  433,  the  justices, 
with  straight  faces,  declared  that  an  income  tax 
isn't  really  a  direct  tax  at  all.  Thus,  the  income 


tax  was  constitutional  and,  by  implication,  so  was 
Appomattox.  In  1895,  the  Supreme  Court, 
interpreting  the  same  constitutional  language, 
was  to  decide  to  the  contrary.  But  on  that 
occasion,  it  wasn't  the  Civil  War  financing  which 
was  at  stake. 


IT'S  "ON  TO  RICHMONi)"  IN  MAY 

As  you  know,  we  will  invade  the  Virginia 
Peninsula  and  campaign  from  Mechanicsville  to 
Malvern  Hill  with  George  Brinton  Bearss  (who 
is  always  in  command  of  the  situation). 

In  charge  of  strategy  and  logistics  is  Dan 
Sickles  Simon,  catheter  concessionaire  of  the 
Medical  Corps,  who  foresees  the  additional 
prospect  of  plenty  of  night  skirmishing.  Dr. 
Simon  does  not  agree  with  Sherman  that  "War 
is  Hell." 

Dr.  Simon,  who  seems  very  well  informed, 
claims  there  are  liable  to  be  some  casualties, 
one  of  which  could  be  you,  he  says,  unless  you 
firm  up  your  good  intentions  to  join  the 
campaign  with  a  $50.00  deposit,  like  now! 

THIS  IS  THE  LOGISTICAL  SITUATION: 

We  have  only  sufficient  transport  for  sixty 
(plus  commissary  bar  and  latrine)  and  we 
already  have  forty-eight  volunteers,  with  very 
few  potential  stragglers  among  them.  Dr.  Simon 
is  quoted  as  saying,  "that  cat  who  said  armies 
travel  on  their  stomachs  was  crazy." 


'17Z 
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By  Michael  Kilian 

'    Chicago  Tribuna  fleruica 

WASHING-TON  —  K  the  trutli  were 
more  widely  known,  Abraham  Linco'E  ; 
■'might  not  b,s  so  beloved  by  Ameri-  . 
'    cans,  especially  on  April  iS.  \ 

It  was  the  Great  Emancipator,  you  '■ 
see,  v.to  instituted' America's  first  i 
tederal  incoaie  tax.  .  ;'. 

'  Th^  deed  was  accomplished  July;) 
i,  1862,  when  Lincoln  signed  into  Inw  , 
■-  a  bill  creating  a  host  of  new  federal 
'•taxes  and  an  internal'Revenue  Coni- 
■■-  mission  to  colhct  thsra. , 

Tne  Civil  War  had  began,  and  gov- 
ernment  spending  was  20  times  more ' 
ihen  it  iiad  'been  in  peacetime.  With- 
the   government  already   deeply  in,, 
;■.■  debt,    Lincoln    and    the    Congress^ 
"  •c'.eEperately  needed  new  sources  of,; 
,  '.tevenue.  -    -  •      . 

« '   "included  in  the  billwere  new  taxes' 
i-)-on   estates,   public  utilities,   li^iior, 
wine,    banks,   insurance   ccmpanies,, 
[  -.  tobacco,'  slaughtered  cattle,  raili-oads, 
ferry  boats,  playing  cards  —  and 
incomes.  .  .  i  •  ; 

Lincoln's   incoine  tax,   of  course, 
'  v/as  to.  be  applied  to  the  Southern 
states  as  well,  which  gave  tl:e  Con- 
federacy even  more  incentive  to  win 

-thC^Var.   ,  ':  ,    :      ."   .  \ 

Until  Lincoln's  time,  lihe  govern- 
ment had  been  skittish  Hbout  impos- 
ing federal  'taxes,  xeljing  on  customs 
duties  for  most  of  its  revenue. , 


British  taxes  had  been  largely  re- 
sponsible, for  provoking  the  American 
Revolution,  and  one  of  the  first  tares 
imposed  by  tlie  young  U.  S.  govern- 
ment,a  fedsral  excise  tax  on  whisky, 
had  sparked  the  17ii  Whislry  Rebel- 
lion in  western  Pennsylvania.  It  took 
the  efforts,  of  George  "Washington, 
Treasury  Ss'cretary  Alexander  Hamil- 
ton and  12,000  soldiers  to  put  it  dovni.; 
That  first  excise  system,  which  also 
lerled  t?'^5s  on  such  tilings  es  snuS, 
carriages,  stamps  and  even  laiv  li- 
censcis,  had  congi-essioc?!  opposition, 
too.   ■   ,   ..    , 

One  detractor  called  it  a  "horror 
of  all  free  states  .  .  .  hostile  to  the 
libeities  of  the,  people''  that  would' 
"convulse  tiie  government,  let  loose 
a  swarm  of  harpies,  who,  Under  the 
domination  of  the  revenue  officers, 
will  range  the  -country  prying  into 
every  man's  house  and  affairs." 
I  Wlion  Thomas  Jelierion  bscaras 
President  in  18Q1,  he  abolished  fed- 
eral excise  taxes  entirely  and  fired- 
all  400  reyeni2e  agents.  On  limited 
means,  we  couldn't  afford  much  of 
an  army  .or  navy,  but  this  bothered 
no  one  until  tl-ie  United  States- found 
itsel'  embroiled  in  the  War  of  1812, 

To  raise  funds  for  this.  Congress 
assessed  all  18  states  on  a  population 
basis,  leaving  it  up  to  each  state  gov- 
ernment to  decide  what  tax  to  use 
to  produce  the  money. 


Ttis  uii-angeiiieai:  ended  in  lol7. 
From  then  until  1S62,  the  govern- 
ment levied  no  internal  taxes  at  all. 
In  fact,  it  iiiade  so  miic'a  moiwy  frcin 
duties  and  federal  land  sales 'tliat  it, 
was  often  aile-  to  boast:  of  bu:";,etary 
,  sm-pliises.  '    -  ■ 

Tlien  came  .the  Civil  War,  and  Lin- 
coin's  draconian  measure. 

His  incom.e  tax  snplied  to  all  in- 
comes ever  .ivSOO,  Its  highest.rate  -wss 
3  percent.    '  ■       '  "    ,,      .-. 

Taxpayers  of  tii'^t  period  fed  litds 
.  need  for  tax  consultants,  Z3  the  re- 
turns were  only  fovj  pa:r^."  Ici^  erd 
.  easily  u-itJerstood,  Toe  most  ccinpl:- 
cated  phrase  wzs  some:'aii.3  like 
"frqm  all  sources  net  herein  enumer-  - 
ated." '       ':-  ■':''' 

The  filing  date  for  the  listitnss'was 
a  leisurely  first  Mond-ay  in  I'ay, 

Tne  veracity  of  each,  return  had  to. 
be  sT.'-oni  to  a  tax  ass'essor.  Penalties 
for  h'd'jl  pxd  eyasion'vvere  fine:  cf 
up  to  $£C0.  Eveii  on  3  day's  delay  ia 
filing  a  return  resulted  in  a  penalty 
of  SO  percent  cf  the  tax  owed.  . 
There  was  no  appeal.  '  . 

'  Although  it  maintained  the  income 
tax  to  finin,ce -Recoiistnivtioa,  ia  tx"'. 
Sout!h  aTt-;!'  the  wcr,  C6e21"css  reduc- 
ed the  tax  rates  in  1870  and  ,l5t  .tils 
tax  law  itself  expire  in  1S72. .  ' 
Tlie  gijvenHE-?nt  straggled  darg  on 
.  lesser  Itaxes,  including  a  tax  on  o!eo- 
margaiine  passed  in  1E8S,  and  o:i2  oii 
&e  sde  of  opium  passed  in  isri 


Marijuana  also  wo.s  lica'l  t!i2»,  'but '. 
apparensly  it  v/as  not  taxed,     '     ■  ' ! 
isiese  taxes  did  not  keep  pace,  with 
goveniment  spending,  however,  and 
in  IC94  Congress  reactivated  the  in- 
cdme  tax.  Not  for  long,  however. 

A  suit  wcs  filed  £ir:d,  in  sn  IT5  dc-  i 
cision,  the  U.  S.  Siipreme  Coir-f  ruled, 
the  income  tax  uncon,stitctiosJ  be-  [ 
c^.u^e  it  was  apportioned  on  the  basis  ; 
of  income  ratier  than  pcpulatioil. . 

Support  for  an  income  tax  grew, 
neveiAeless.  Tr.cuTh  it  raa  denounc 
ed  ty  conservatives  as  "a  tool-  dti 
"sccialism"— 4!he  graduated  iacoms:- 
t^x  wn's  a  tcTct  cl  I.I.irs's  Conrmimist.; 
ilarifiSto^tie  tax  vzs  champicBied  ;^ 
by  the  Gresnirack,  Anti-Mosopoly  jind' 
Populist  Parties  es  s  means  of  curb-,,j 
ing  rob'jsr,  barclp.       '      ■  ■         . 

Tixecdore  Roossrelt  came  dnt  | 
strongly  for  rcinstit'Jtion  of  fcs  tsij^: 
,'  and  ids  st5?:ecE0r  in  the  presldeccy,"' 
Wiliiam  H3:7afd  Tsft,  succeeded  ia,. 
getting  C<asres3  to  pass  a  conxtitu-^^ 
tional  ameE&neEt  permitting  tie  tax."' 
By  iS\3,  the  amendrnent  was  rstffied'' 
by  tie  required  number  cf  etatEsr;! 
and  tha  tas  was  soon  back  oa'ths'' 
■books  to  stay.  '-''•4' 

-  By  1>  M.  t&e  t23  law  ftad  become  '£cr 
complicated  (iat  U.  S-  Ke?.  RobsS- 
L.  (Kalll2)  D-ougiton  rc33  to  c<Mir-?'!| 
pto'n  to  liLs  colle-.g'ies  t'l'^t  iBShad"] 
hii  to  -ii're  a  CGn:;uitaiit  t£>feelp'ljiTn:-i 
prepare  ids  tax  return.  Donghtoa  was  '^j 
chMrraan  cf  th?  Eouss  W9y5_;End,^'| 
M; 2113  Committee.    -  - '      -  -  -?■-  ■--• . .;-  '^i-l 
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